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On Aug. 29, Economy Ministry press secretary Marcio de Lucca told Knight-Ridder Financial News
that a letter of intent for a stand-by agreement with the International Monetary Fund will likely be
ready for the IMF board on Aug. 30. Brazilian officials have said they expect such an agreement to
include a $1.4 billion loan to be disbursed in quarterly portions as economic targets specified in the
agreement are met. The government's wage legislation, which effectively abolishes the long-term
practice of automatic wage hikes linked to the consumer price index, is considered the keystone
of its economic adjustment plan, and thus, of future negotiations with foreign bank creditors. The
legislation establishes the "free negotiation" of annual wage adjustments. President Fernando Collor
de Mello's wage "reform" is described as the largest reduction in earnings for workers of the past
five decades. Workers who earn up to $325 per month would receive a bonus equivalent to $37.50
this month if the program is eventually approved in its entirety by the Congress. The legislature
recently passed a wage policy reform bill that included modifications of the president's program.
The Chamber of Deputies voted to override Collor de Mello's veto. (Basic data from Knight-Ridder
Financial, AFP, Notimex, 08/29/90
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